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X T - I F I E D  M A I L  

Dear Appl icant :  

We have considered your a p p l i c a t i o n  f o r  r e c s g n i t i o n  o f  exemption 
under s e c t i o n  501  ( c )  ( 4 )  o f  t h e  I n t e r n a l  Rr.venue Code. 

n e  Dec la ra t ion  o f  Trust was made * * * * * **** *****  and f i l e d  w j th  
* * * * ****************** * *  *****************  ******** **  ***** . 

A r t i c l e  I- , S _ e ~ t ? a J . J 9 e c l a r a t i o n  o f  Trust and Purpose. The 
Trustees hereby dec la re  t h a t  they  hold a l l  of t h e  r i g h t s  and 
power i n  and w i t h  respect t o  t h e  common areas and f a c i l i t i e s  
(he re ina f t e r  r e f e r r s d  t o  as t h e  "Common Elements") of: t h e  
Condominium es tab l i shed  by t h e  Master Deed,as h e ~ e i n a f t e r  
def ined,  which a r e  by v i r t u e  of  p rov is ions  o f  Chapter ******  o f  
the *****************  General Laws conferred upon o r  exescisable by 
the  o rgan i za t i on  o f  u n i t  owners of sa id  Condominium, and a l l  
o ther  r i g h t s ,  i n t e r e s t s ,  powers dut ies ,  and r e s p o n s i b ~ l i t i e s  
granted t o  them as t rus tees  hereunder o r  under s a i d  Master Dsed, 
as J o i n t  tenants w i t h  r i g h t  o f  su rv ivo rsh ip ,  i n  t r u s t  t o  
exerc ise,  manage and administel* t h e  same and t o  rece i ve  t he  
income thereo f  f o r  the bene f i t  of t he  owners of record from t ime 
t o  t ime  o f  the  u n i t s  of sa id  Condominium (sa id  U n i t s  being 
h e r e i n a f t e r  r e f e r r e d  t o  as t h e  'Un i ts "  and sa id  Owners being 
h e r e i n a f t e r  r e f e r r e d  t o  as t h e  "Un i t  Owners"), according t o  t h e  
schedule o f  undiv ided b e n e f i c i a l  i n t e r e s t  i n  t he  Common Elements 
(he re ina f t e r  r e f e r r e d  t o  as t h e  "Bene f i c i a l  I n t e r e s t s " )  se t  
f o r t h  i n  Sect ion 3.1 hereof and i n  accordance w i t h  t he  
p rov i s i ons  o f  sa id  Chapter ****** , t h i s  Trust  being t h e  
o rgan iza t ion  o f  t he  U n i t  Owners estab l ished pursuant t o  the  
p rov i s i ons  o f  Sect ion 10 o f  s a i d  Chapter ******  f o r  the  purposes 
t h e r e i n  set f o r t h .  



The c o m m o n  Elements as def ined i n  the Master Deed sec t i on  5 
c c n s i s t  o f  the Condominium, exc lus ive of the  Un i ts ,  i nc lud ing ,  
w i t hcu t  T im i ta t i on ,  t he  f o l l ow ing :  

( a )  The Land descr ibed i n  Paragraph 2 above. sub ject  t o  t h e  
r i g h t s  and easements as s e t  f o r t h  here in ;  

(b) The foundation, columns, g i r de rs ,  beams, supports and r,ocCs 
af s a i d  bu i l d i ng ,  and e x t e r i o r  and i n t e r i o r  we l l s  w i t h i n  !said 
Bu i l d i ng  (o ther  than any p o r t i o n  of sa id  e x t e r i o r  an i n t a r i o r  
wa l l s  in~c'luded i n  t h e  U n i t s  as s p e c i f i e d  i n  Pcjragraph 4 above); 

(c )  I n s t a l l a t i o n s  of se rv ices  such as power, l i g h t ,  gas, ho t  and 
c o l d  wetter, heat ing,  a i r  cond i t ion fng  and  waste d isposa l ,  
i n c l u d i n g  a11 equipment at tendant t ihersto ( b ~ t  not  i nc lud ing  
equipmenit contained w i t h i n  and ser-v ic ing a s i n g l e  Un i t ) ;  

(d)  A l l  condui ts,  chutes ducts, plumbing, w i r i ng ,  f l u e s  end 
other  f a r c i l i t i e s  f o r  t h e  fu rn ish jng  o f  u t i l i t y  ss rv i css  o r  waste 
removal o:rhich a re  conta ined i n  porlt ions o f  sa id  Building 
c o n t r i b u t i n g  t o  t he  structure o r  suppor*t the reo f ,  and a l l  such 
f a c i l i t i e s  contained w i t h i n  any U n i t  which serve p a r t s  of a d d  
Bu i l d i ng  o ther  than t h e  U n i t  w i t h i n  which such f a c i l i t i e s  a r e  
contained, together w i t h  an easement o f  access t he re to  f o r  
maintenance, r e p a i r  and replacement: 

(e) A l l  common equipment wherever l oca ted  i n ,  on, o r  around s a i d  
Bu i ld ing ;  

( f )  The park ing spaces ou ts ide  o f  s a i d  Bu i l d i ng ,  sub jec t  t o  the  
p rov is ions  o f  Paragraph 6 below; prpvided,  howeve& t h a t  each 
U n i t  Owner s h a l l  have an easement f o r  the  exc lus i ve  use o f  t h e  
park ing space(s) ou t s i de  o f  sa id  Ru i l d i ng  which may be granted 
i n  t he  f i r s t  U n i t  Deed t o  such [!?it. 

(9) The yards, lawns, gardens, wal kways, passageways,, and t h e  
improvements thereon and thereof ,  i n c l u d i n g  wa l l s ,  bulkheads. 
r a i l i n g s  and steps; 

(h) A l l  o ther  apparatc~s and i n s t a l l a t i o n s  e x i s t i n g  i n  or  on s a i d  
condominium f o r  common use, or necessary o r  convenient t o  the 
existence,  maintenance o r  sa fe ty  o f  s a i d  Condominium; an3 

(i) A l l  o ther i tems l i s t e d  as such i n  Chapter * * * * * *  and loca ted  
on s a i d  Condominium. 

The Common Elements s h a l l  be subject  t o  the  PI-ovisions 5ereof 
and of t he  Trust ,  and t o  the Rules and Regulat ions promulgated 
pursuant t o  s a i d  Tr:ist w i t h  respi?ct t o  t he  use thereo f ,  and t o  
t h e  assignments o f  and grants  of easements f o r  park ing spaces 
ou ts i de  o f  sa id  Bu i l d i ng .  



And as  def ined i n  the Dec la ra t ion  o f  Trust  

A r t i c7e  I 1  S-ect:ion 2 . 8  "Common Expenses* s h a l l  mean the expenses 
o f  admin is t ra t ion ,  operat ion,  maintenance, r e p a i r  o r  replacement 
o f  the Common El ement s , expenses dec 1 ared Comrnon Expenses hera-in 
o r  by Chapter ****** ,  and betterment and other  assessments 
r e f e r r e d  to i n  Chapter ******  which a re  assessed t o  the  Trustees. 

As s ta ted  i n  your a p o l i c a t i o n  ' the T rus t  was estab l ished so le ly  
f o r  the general maintenance o f  common proper ty  a t  * * * * ********   
* * * * * * * ***************  on behal f  of the  U n i t  owners. The T r u s t  
c o l l e c t s  dues and assessments from t h e  U n i t  owners; wh-leh are 
used soley f o r  the exgsnsa of general malntansnce and care o f  
t he  proper ty  (eg. lawn care. snow removal, common l i g h t i n g  
,etc) . ' 
Sect ion 5 0 1 ( c ) ( 4 )  o f  the I n t e r n a l  Rev~nua Code provides f o r  the 
exemption from Federal income t a x  o f  c%:vic leagues or 
organizat ions not  organized f o r  p r o f i t  b ~ l t  operated exc lus ive ly  
f o r  the promotion o f  s o c i a l  w e 1  fa re .  

The concept o f  s o c i a l  we l fa re  imp l i es  a servl:e o r  program 
d i r e c t e d  a t  b e n e f i t t i n g  t h e  community ra the r  t:\al. a prliv~1Ia 
group o f  i n d i v i d u a l s .  

I n  Cammlssioner v.  Lake Forest,  Inc., 305 F. 2d 814 ( 4 t h  C i r .  
1 9 6 2 ) ,  t he  cour t  he ld  t h a t  a  cooperat ive housing corpora t ion  was 
no t  exempt as a  s o c i a l  we l fa re  o rgan i ra t f on  under sec t i on  
5 0 1 ( c ) ( 4 )  o f  the Code s ince  i t s  a c t i v i t i e s  were o f  the nature o f  
An economic and p r i v a t e  cooperat ive undertaking. 

Rev. Rul.  69-280,  1969-1 C . B .  152,  holds t h a t  a n o n p r o f i t  
o rgan iza t ion  fermed t o  prov ide maintenance ,af e x t e r i o r  wa?'ls and 
roofs o f  members' homes i n  a development i s  no t  exempt frot,) 
Federal income t a x  under sec t i on  5 0 1 ( c ) ( 4 )  o f  t he  Code, 

Revenue Rule 74-17 .  1974-1 C . B .  1 3 0 ,  holds t h a t  An organizat ior j  
formed by the  u n i t  owners o f  a condaminium housing p ro jec t  t o  
provide f o r  t h e  management, maintenar?ce, and care of  t he  conimon 
areas o f  t h e  p r o j e c t ,  as de f ined  by S ta te  s t a t u t e ,  w i t h  
membership assessments pa id  by the  u n i t  owners does no t  q u a l i f y  
f o r  exemption under sec t i on  5 0 1 ( c ) ( 4 )  o f  the  Code. 

By v i r t u e  o f  the  essen t i a l  na tu re  and s t r u c t ~ r e  o f  a condominium 
system of ownership, the  r i g h t s ,  du t ies ,  p r i \ ~ i ' l eyes ,  and 
immunities of t he  members of an assoc ia t ion  o i  u n i t  owners i n  a  
condominium proper ty  d e r i v e  from, and a re  estab l ished by,  
s t a t u t o r y  and con t rac tua l  p rov is ions  and a re  i n e x t r i c a b l y  and 
compulsor i ly  t i e d  t o  t h e  owner" a c q u i s i t i o n  and enjoyment o f  
h is  p roper ty  i n  the condominium. I n  add i t i on ,  condaminium 
ownership necessar i l y  i nvo l ves  ownership i n  common by a l l  
condominium u n i t  owners o f  great  many so-ca l led common areas. 
t he  maintenance and care c f  which necessar i l y  c o n s t i t u t e s  the  
p rov i s i on  of p r i v a t e  b e n e f i t s  f o r  th.2 u n i t  owners. 



Since the o r g a n i z a t i o n ' s  a c t i v i t i e s  are f o r  t h e  p r i v a t e  b e n e f i t  
o f  i t s  members, i t  cannot be s a i d  t o  be operated e x c l u s i v e l y  f o r  
t h e  promotion o f  s o c i a l  we l fare .  Accordingly,  i t  does no t  
q u a l i f y  f o r  exemption from Fsderal income t a x  under sec t l on  
501(c)(4) of the  Codo. 

It aspears that: your o r t ~ i l i ~ i z a t i a n  may e l e c t  t o  f i l e  under 
s e c t i o n  5 2 8  t o  r ece i ve  c e r t a i n  t a x  benef i t s  which, i n  a f f e c t ,  
permi t  t h s  exc lus ion  o f  exempt f unc t i on  income from grass 
inconie. The e l e c t i o n  t o  f i l e  under sec t i on  528 i s  t o  be made by 
f S l i n g  Form 1120-H, U.S .  Income Tax Return f o r  Homeowners 
A,ssocfations. However, I f  you do no t  e l e c t  t o  f i l e  under 
sec t i on  528, you a re  requ i red  t o  f i l e  Federal i i ~csme tax  re tu rns  
on Form 1120. 

We have a l s o  determined t h a t  you f a i l  t o  q u a l i f y  f o r  exempt 
status under any o ther  subsect ion o f  I R C  501(c). 

You a r e  requ i red  t o  f J l e  a taxab le  r e t u r n  Form 1120 o r  1041 ~ i t h  
t h e  D i s t r i c t  D i r e c t o r  o f  I n t e r n a l  Revenue Serv ice.  Please send 
t h e  r e t u r n  t o  t h e  I n t e r n a l  Revenue Serulce, P.O. Box 1680, 
Genera1 Post O f f i c e ,  Brooklyn, NY 11202. 

I f  you do no t  agree w i t h  t h i s  determinat ion,  you may request e 
Conference w i t h  t h e  Regional U i  r e c t o r  o f  Appeals by p r o t s s t i n y  
i n  accordance w i t h  t h e  enclosed i ns t ruc . t i ons  w i t h i n  30 days. 

P ro tes t s  submit ted which do no t  conta in  a l l  t h e  documentation 
s ta ted  i n  t h e  i n s t r u c t i o n s  w i l l  be re turned f o r  complet ion. 

I f  w e  do n o t  hear from you w i t h i n  t h a t  t ime,  t h i s  determinat ion 
w i l l  become f i n a l .  

S incere ly  yours, 

D i s t r i c t  D i r e c t o r  

Enclosure: P u b l i c a t i o n  892 


